Western Canadian Beef Exporters


1.  
Business Profile and Plan Summary

1.1  
Purpose of the Plan

The purpose of the business plan is to purchase calves from local producers in Southern Alberta, contract with Western Feedlots to finish the animals before slaughter, and export the primal cuts to Europe.  This business will have a capacity of 10,000 head, and will begin purchases in September of the first year of operation.  By the year-end of August, WestCan Beef Ltd. (WestCan) will have exported just under 4,000 animals.  The sale of these animals combined with our financing will create enough income to keep our cash flows positive. 

WestCan wants to have 10,000 head under ownership at all times, thus consistent numbers will be achieved with slaughtering and purchasing new calves.  WestCan will purchase calves from local cow/calf producers, which will help the local economy.  The calves will be transported to Western Feedlots Ltd.  Western Feedlots has three locations available located in High River, Strathmore, and Mossleigh and is internationally renowned.  All three feedlots are within a radius of 250 km to the slaughtering facility in Fort Macleod.  The slaughtering facility is Bouvry Meats Ltd. and is an EU federally inspected slaughtering facility.  Both the feedlot and the slaughtering facility will be negotiated into signing a contract with WestCan for mutual benefits.  The primals will be packaged at Bouvry and loaded into temperature controlled trailers. These primals will be hauled to Calgary where they will be loaded into temperature controlled containers that will be shipped to Montreal by rail.  From Montreal they will be loaded on to ocean vessels and shipped to the EU.  Primals are then purchased by a distributor and dispersed to restaurant markets.

1.1.1
Mission Statement

WestCan wants to produce a high quality, hormone free beef product in order to fill a niche market in the European Union, while gaining a fair return on investment.

1.1.2  
Goals and Objectives

· WestCan Beef wishes to provide safe, high quality beef products to consumers in the EU.  

· WestCan will penetrate a niche market by creating relationships with distributors and consumers.  

· WestCan will support local development by supporting local producers and providing employment for the region.

· WestCan will become a leader in North American exports delivering quality beef to the EU.

1.2
Business Activity

1.2.1
Purpose for Exporting Hormone Free Beef to the EU
There is a demand for high quality beef in Europe.  Canadian beef is better quality and is more appealing to consumers due to whiter fat than that of European beef (Jeffery, Rhodes 2001).  Most European countries finish their cattle on grass or a corn supplement, which results in yellow fat.  The fat is also yellow in the United States due to corn meal being the primary diet.  Canada’s grading system commands standards that are higher than many European countries (Rhodes 2001).

North American producers have lower costs of production than that of the EU counterparts (Ross 2001).  Europe also has a higher selling price than the world price due to price supports implemented by the government (ECDGA 2000).

Even with recent disease problems in the EU beef consumption is very much a part of European culture.  On average the EU population consumes 19 kg per capita per year, compared to 7.3 kg in Japan and 14.3 kg in the Czech Republic (Campbell 2001).  This results in little need for marketing or consumer education.

Another benefit of producing hormone free beef in Canada is the ability to sell the product if it is unable to sell in the EU.  This beef can either be sold into the North American hormone free market or even the conventional domestic beef market.  WestCan can be considered a low risk investment due to this ability to sell into many markets and due to little long-term capital.  This allows an increase or decrease in production at virtually no cost due to this flexibility. 

1.2.2
Challenges and Hurdles
The main challenge for WestCan is the trade barriers put in place by the EU.  Not only the 20% tariff and 11,500 tonne quota but the very strict procedures and restrictions in getting beef “hormone free certified” for export into the EU (Ross 2001).  These procedures will be explained in the operations plan.  Another big challenge is developing relationships with European distributors and educating these distributors about the benefits of Canadian beef.  Very little beef has been exported to the EU since the ban in 1989 on hormone implanted beef.

WestCan also faces the same problems as regular beef producers with the image problems, not only with beef but all red meats.

1.2.3 Project Description

WestCan Beef needs to contract producers that have a large number of healthy calves that have not been exposed to any form of hormonal growth promotants (HGPs).  This will reduce the transportation costs and the amount of record keeping involved.  The feedlot and slaughtering plant that WestCan will be contracting with needs to be accommodating and reliable to avoid production delays and cancellations.  WestCan needs to develop relationships with a reliable exporter and participate in a viable export system.  The beef product needs to be appealing and considered a beneficial alternative to other beef products in the EU market.  This will allow for a constant EU consumer purchase of the beef product.  

Annual enrollment with the Canadian Food Inspection Agency (CFIA) must be done to become eligible for the hormone free program (Raymond 2001).  The purchase of hormone free ear tags from the Canadian Cattle Identification Agency (CCIA) is required each year for every calf that is participating in the program (Raymond 2001). Healthy calves will be purchased from prairie producers at a premium price to compensate for the absence of HGPs.  Before six months of age calves need to be inspected by a CFIA accredited veterinarian to verify that these animals are free of HGPs.  

Animals will be custom transported to a CFIA enrolled feedlot with the proper documentation.  Eligible animals will be kept separate from non-eligible animals.  No longer than three months prior to slaughter a CFIA accredited veterinarian will verify that the animals are hormone free through urine analysis and a visual inspection.  

Animals will be custom transported to an EU federally inspected slaughtering plant with the proper documentation.  Eligible animals will then be slaughtered at the beginning of the work shift and animals from separate pens and feedlots will be slaughtered separately to prevent contamination.  All carcasses will be visually examined for evidence of use of HGPs.  Eligible carcasses will be kept separate from non-eligible carcasses.  Carcasses will be shipped in primal form, boxed with a tamperproof health mark seal, by surface.  

2. Human Resources Plan
2.1 Organizational Structure


WestCan will require numerous staff members to keep the business efficient.  Two managers will perform the overall management of the company. There will be an operations manager and a financial/marketing manager.
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Figure 1.  Staff Hierarchy for WestCan 

2.2
Staffing

2.2.1
Financial/Marketing Manager

The financial/marketing manager will oversee the monetary aspects of the business as well as sales and distribution coordination. This person will require a post-secondary degree in finance or marketing with extensive experience in the beef industry. There will be several people supporting this person’s duties. 

2.2.2 International Marketing Head

There will be an international marketing head that is positioned in Europe, who will also have a post-secondary marketing background. He/she will most likely be a person from Europe with experience in the food distribution industry.  This person is responsible for maintaining business connections and help coordinate distribution activities.  He/she will work hard to develop new markets that command a higher premium (the restaurant market).  This person will also coordinate the activities of the foreign marketers located throughout the selling region. 

2.2.3 Foreign Marketers

These people will spend time promoting the product as well as creating strong personal ties with outlets and associated business people. These people need to be extremely cultured and possibly multi-linguistic. As well they will need a marketing degree or diploma.  There will be one or two people employed as foreign marketers. 

2.2.4 Operations Manager

The operations manager will co-ordinate the shipment of cattle, the purchase of cattle, the processing of cattle, and the overall production schedule. This person will need agricultural knowledge, good people skills, and strong organizational skills.  A Bachelor of Science in Agriculture degree would fulfill the requirements of this position. To be efficient, this person will need a qualified support staff. 

2.2.5 Cattle Buyers

Three cattle buyers will be required to travel to various producers and purchase their calves and explain to them what is required in terms of production protocol. These people will require a background in the cattle industry, possibly retired or part-time farmers. 

2.2.6 Accountant

An accountant is required to handle the inflow and outflow of cash and to perform general accounting duties. This person will require a Bachelor of Commerce degree with a major in accounting. 

2.2.7 Bookkeeper

The operations manager will need help from a bookkeeper that will be in charge of keeping track of all the certification and documentation that is associated with the business.  This person will require certification from a post-secondary technical institute in the area of business administration and bookkeeping.

2.2.8 Veterinarians

CFIA accredited veterinarians will be required on retainer to inspect the cattle throughout the production process.  These procedures will be outlined in the operations plan.

2.2.9 Board of Directors

The board of directors will include:


Feedlot processor representative


Meat processor representative

Government representative


Person with experience in international trade


Financial person


Food distribution representative

All employees will receive the same benefit package which includes Canada Pension Plan at 4.3%, Employment Insurance at 3.15%, medical, dental and optical at $300 or $400 per year, Workers Compensation at 2%, and a bonus pay of 6%.  This is a total of $65,944 paid out in benefits on total salaries of $459,000.

There will be a six-member board of directors in place to help advise and form strategies for the company. There will be quarterly meetings and each director will be paid $1,000 per meeting. 

3.  
Operations Plan

3.1 Quality Control to EU Specifications 

The following Quality control plan is referenced from the CFIA Manual, The Canadian Program for Certifying Freedom from Hormonal Growth Promotants July 2001.

3.1.1 Introduction

In 1989, the EU banned the use of all HGPs, putting a halt to all imports of North American beef until 1996 when the EU approved the Canadian Program for Certifying Freedom from Hormonal Growth Promotants (HGPs).  This program allows the imports of beef that have not been treated with hormones. Also the program involves agreements between the CFIA, CFIA accredited veterinarians, and producers.  The following contains the identification, inspection, documentation, and certification procedures to qualify hormone free beef to be slaughtered and exported to the EU.

3.1.2 Overview

All animals will be identified with a distinctive ear tag issued and controlled by the Canadian Cattle Identification Agency (CCIA).  The CFIA will periodically check animals for the physical presence of hormonal implants.  If HGPs are being used in the presence of these hormone free animals individual records must be taken and made available to the CFIA upon request.  When tagged animals are shipped to a feedlot and slaughter plant, a transfer certificate that is endorsed by the CFIA or a CFIA accredited veterinarian must accompany them.  The feedlot, as well as the owner of the cattle, must be registered with the CFIA in order to participate in the program.  Slaughter must be carried out in an EU federally inspected plant where carcasses will be checked for evidence of implants with veterinarian supervision.  Carcass identity will be maintained through cutting and packaging.

3.1.3 Rules for Owners of Calves

In order to participate in the program owners of calves must annually register with the CFIA through an appropriate District Veterinarian.  This is accomplished by filling out the form in Annex D.  If the owner is using HGP implants on the premise records of purchase, and use on an individual basis, must be made available to the CFIA or CFIA accredited veterinarian on demand.  Program ear tags that are registered through the CCIA database must be applied to each calf before 6 months of age.  An owner must keep up to date records stating which animals are present by following the form contained in Annex F.  An inventory of all tags received and used must be available to the CFIA or CFIA accredited veterinarian on demand.  

While the calves are at the producer’s yard, a physical exam determining the presence of HGPs must be performed by a CFIA accredited veterinarian before the animals can be transferred to the feedlot.  The physical exam should be completed as per the guidelines in Annex B.  This inspection, as well as all following inspections carried out by a veterinarian, must be recorded on the form in Annex H.  Following veterinarian certification of the calves as having no HGPs a transfer certificate, form in Annex J, must then be filled out and signed by an accredited veterinarian to transport the animals from the producer’s yard to the feedlot.  A copy of this form must accompany the animals to the feedlot and must remain on file for two years.

In the event where an animal has been implanted with HGPs the CCIA hormone free ear tag must be removed.  If hormones are detected in the growth of these tagged calves immediate disqualification of the owner from the program for two years will follow.  When a tag is lost a replacement tag must be inserted under the direct supervision of an accredited veterinarian and the procedure recorded in the form in Annex H stating the reason for the visit is ear tag replacement.

3.1.4 Rules for the Feedlot

In order for the calves to be placed in a custom feedlot, they must also register through the CFIA annually.  Registration is accomplished through the completion of the form in Annex D.  If this feedlot is using HGPs on the premises this must be mentioned during application.  When receiving tagged animals, the operator must receive and keep on file a copy of the transfer certificate as well as keep an up to date cattle registry on the form Annex G.  The hormone free animals must be kept in separate pens from animals that have HGPs.  Also, periodic checks by the CFIA will occur during the feeding process to ensure that the animals are not receiving any HGPs.  

If an animal is implanted with any HGPs, that animal must have its ear tag removed and must be separated from the rest of the hormone free animals.  Also, if an animal loses its tag that animal needs to be retagged under the supervision of a veterinarian.  Detection of any HGPs in the animals will result in immediate disqualification of the feedlot and operator from the program for a period of two years.  Before shipment to the slaughtering plant, a transfer certificate (Annex J) must be filled out and signed by the operator stating that the animals have not been given any HGPs.  The original copy of the transfer certificate endorsed by an accredited veterinarian must accompany the animal to the slaughtering plant stating that it is hormone free.


3.1.5 Enrollment Procedures

In order to enroll, both the feedlot operator and the owner will contact the CFIA veterinarian requesting information and a visit to the farm.  The veterinarian will then come to the farm to go over all the procedures to enroll (Annex D and E) and then complete the Veterinarian on Farm Checklist (annex H) stating that the purpose is enrollment.  An evaluation of the cattle owner’s and feedlot’s facilities will be taken.  The veterinarian will describe to the feedlot the importance of maintaining segregation between eligible animals and non-eligible animals.  The operator of the feedlot must fill out Annex D as well as Annex H and have it approved prior to the arrival of the calves.  The owner takes Annex D, E and H to the CFIA District veterinarian office for approval and endorsement.  The ear tag order form (Annex E) is then sent to Ketchums Canada (ear tag manufacturing company for CCIA) along with a payment of $5.00 per ear tag.  The district CFIA will then issue Annex F which must be filled out and kept up to date with all the animals that are on the program when the ear tags are applied.

3.1.6 Transfer of Calves to the Feedlot

The feedlot may only receive eligible tagged calves from eligible producers.  The original transfer certificate must accompany these eligible calves.  These calves must be assigned to a separate pen than non-eligible calves and their presence must be noted in Annex G.  

3.1.7 Veterinarian Inspection of Calves

Every veterinarian visit, for any reason, must be documented in Annex H.  Following enrollment, the operator must record at least one veterinarian visit before the animals are shipped to the feedlot.  The veterinarian inspection must include verification of the application form and declaration as well as verification of CCIA hormone free ear tag inventory.  The veterinarian must also review the hormone free cattle registry for completeness and visually inspect 10% of the animals to ensure that there is no sign of HGP usage as stated by the guidelines in Annex B. 

For the feedlot any visit by a veterinarian must also be documented in Annex H.  At a point no later that three months prior to slaughter the feedlot is subject to a visit by a CFIA accredited veterinarian.  During this visit the veterinarian will verify the application form and declaration as well as the animal inventory.  All the animals on inventory must be visually inspected for the presence of HGPs, while only 10% of animals need to be physically examined through the procedures in Annex B.  Verification of both proper segregation and identification between those animals eligible for the program and those non-eligible and the proper documentation with the use of HGP on non-eligible animals is reviewed.  A urine sample (100cc) must be attained from 1 of every 250 animals.  This sample must be frozen.  Also a one kilogram feed sample must be attained from each pen.  These samples will be attained through the guidelines in Annex A and will be sent to the laboratory and tested with the completion of the form in Annex K.

3.1.8 Record Keeping Requirements

An inventory must be kept for all the tags received and used as well as the Cattle Registry form being kept up to date.  Records must be available at the request of the CFIA and must be kept on file for two years. 

3.1.9 Eligibility, Identification and Segregation of Calves

 In order for the calves to be eligible for the program they must be on the origial location of birth as well as being tagged before 6 months of age.  

3.1.10 Handling Growth Promotants at the Feedlot

During application the feedlot is required to state that it wishes to use HGPs on non-eligible animals.  A record of the purchase of all HGP and a record of all the animals that received the HGPs must be recorded.  These non-eligible animals must be kept separate from those that are eligible.  

3.1.11 Early Removal of Animals from the Program

Documentation in Annex F must be completed after the removal of animals from the program.  In the case of removal from the program only the hormone free designation part of the ear tag is removed, NOT the entire ear tag.  These removed animals must be kept separate from those animals that are still designated hormone free.  

3.1.12 Transfer of Animals to Slaughter

Following inspection and sampling the CFIA accredited veterinarian may issue the required transfer certificate with this activity documented in Annex H.  Multiple transfer certificates may be signed, as not all animals will be going to slaughter at the same time.  Cattle must be shipped within 90 days of the veterinarian signing the certificate.  Alternately, the feedlot operator may sign the transfer certificates and then the CFIA accredited veterinarian in charge at the abattoir can sign the document stating that the animals have no evidence of HGPs after inspection of 10% of the animals.  The documentation that must accompany the cattle to the slaughtering plant are the original transfer certificate, photocopies of the transfer certificate that allowed the animals to be received at the feedlot and a copy of the veterinarians last visit to the feedlot.  

3.1.13 Antemortem Inspection

The CFIA veterinarian in charge will examine the animals prior to slaughter, verifying the status and number of animals, presence of hormone free ear tags, and sign the antemortem veterinary inspection report.  Hormone free animals should be slaughtered at the beginning of the shift prior to any animals that are not eligible for the program.  

3.1.14 Slaughter of Animals

The veterinarian in charge is informed about the start of slaughtering and the antemortem veterinary inspection report is brought to the killing section of the floor.  Animals from different feedlots will be processed separately. Official identity will be maintained through the process of slaughter, chilling, processing and packaging.  This is achieved by applying CFIA tags to the side of the carcass indicating which animal it is.  After the processing of all eligible animals, processing of non-eligible animals may commence.  During hanging there will be a space of three carcasses between eligible and non-eligible animals.  

3.1.15 Check for Implants

The veterinarian in charge will randomly check 10% of all carcasses through the process stated in Annex B.  The veterinarian will then sign the declaration of the transfer certificate noting the number of animals checked for implants.   In addition a trained plant employee visually inspects each animal for the presence of HGPs.  If the presence of implants is found then the CFIA accredited veterinarian is notified to verify the findings.  If it is indeed an implant then all animals that came on that transfer certificate are not eligible for export into the EU and the executive director is notified and immediate action is taken.  The owner of the program will be disqualified from the program for a period of two years.  

3.1.16 Tag Collection, Carcass Identification and Recording 

The abattoir must be able to maintain carcass identity through the slaughtering process.  Ear tags are collected and recorded by a plant employee.  Carcasses are tagged with multiple tags prior to head removal.  CFIA numbered ‘HELD’ tags are applied to each quarter of carcass and recorded on the final post-mortem examination card.  At the end of the process the tags will be checked against the transfer certificate to ensure that all the animals have been recorded correctly.  All animals missing a hormone free ear tag at the slaughtering stage will be immediately disqualified from the program.  However, there is one exception.  If there is a fresh wound where the tag should be then through the satisfaction of the veterinarian in charge the animal may be considered eligible.  

3.1.17 Carcass Sampling and Processing

Rail locks must be applied between eligible and non-eligible carcasses and these can only be unlocked by the CFIA for grading.  Samples are taken as required by the National Residue Sampling Program for Beef and the Hormone Free Beef Program.  After grading the carcasses are cut into quarters and are chilled to five degrees Celsius.  Spray chill systems may not be used with beef that is being exported to the EU.

3.1.18 Certification of Health Marks

All EU products must be properly labeled with approved EU health marks that are applied to the box in a tamperproof manner.  The veterinarian in charge must sign all procedures related to antemortem inspection, the issuance of CFIA numbered tags, residue sampling and submission to the laboratory and the issuance and application of health marks.  The export documents are then issued and signed by a veterinarian as to the requirements by the EU regulations (CFIA, 2001). 

3.2 Location

WestCan is located in Southern Alberta.  This is due to the availability of facilities that fulfill the necessary requirements.  Another benefit of having an Alberta location is the lower tax rate for corporate entities than those in Saskatchewan.  WestCan’s head office will be located on the outskirts of Calgary, in the industrial section. The reason for choosing the industrial section is to find relief on high rents of the city center.  Calgary was chosen due to the close proximity with all events that occur in Southern Alberta.  Western Feedlots Ltd. is the feedlot contracted to finish the calves.  Facilities are located in High River, Strathmore and Mossleigh.  High River is located just south of Calgary, Strathmore is located just east of Calgary, and Mossleigh is located south east of Calgary.  The slaughtering facility that WestCan will contract to process the animals is Bouvry and is located in Fort MacLeod, which is south of Calgary.   WestCan has decided to stay within the City of Calgary rather than any of the other smaller cities in the area because of the convenience of the international airport.    

3.3
Purchasing of Calves and Transportation Operations

3.3.1 Buying Calves 

WestCan will purchase calves from local cow/calf producers in Southern Alberta.  The cattle buyers will be in charge of travelling the surrounding area finding reputable producers.  Once they have built a foundation for purchasing the calves, WestCan’s CFIA accredited veterinarian will travel out to the prospected location to inspect the calves.  If the calves pass the inspection they will be purchased.

3.3.2 Transportation from Farm to Feedlot 

Once the calves have been purchased, they will be transported to the closest Western Feedlots location that can accommodate the calves at the time.  WestCan will contract all trucking to local custom trucking companies for all deliveries.  At the feedlot the calves will be placed in a separate pen from the other animals.  They will remain at the feedlot until they are finished. 

3.3.3 Transportation from Feedlot to Slaughtering Facility

Once the steers are finished, at the feedlot, they will be loaded into trailers and hauled to the slaughtering plant.  If the animals are in Western Feedlots in Strathmore they will require a hauling distance of 250 km to get to the slaughtering plant in Fort Macleod.  To transport the steers from Western Feedlots in Mossleigh to Fort Macleod slaughtering plant, the distance is 190 km and a distance of 110 km from Western Feedlots in High River.  Once the animals have been transported to the slaughtering plant, they will be slaughtered into primals and packaged.

3.3.4 Transportation from Slaughtering Facility to Train Station 

The primals are packaged and boxed at the plant and loaded into temperature controlled trailers.  These trailers are hauled to the Direct Transport Transloading facility in Calgary.  The boxed primals are unloaded from the trucks and loaded into temperature controlled cargo containers.  These containers are stored in the facilities warehouse until they are loaded onto the train in Calgary and hauled to Montreal, where the containers will be loaded on large ocean liners.

3.3.5 Transportation of Meat to Europe

WestCan will transport meat by surface.  The boxed meat will be loaded into a train in Calgary in special temperature controlled compartments and taken to Montreal where it will be loaded into a boat and taken to Europe.  This process will take approximately 3 weeks.  Beef can stay fresh for 3 months under careful temperature and humidity control so when it gets to Europe it will still have a viable shelve life.  Once it gets to Europe it is under the distributors control.

3.3.6 Selling of Meat and Distribution Procedures

WestCan will sign a contract with a meat broker or distributor in Europe that specializes in import and export markets.  With this contract the distributor will purchase the meat once it enters port in the importing country.  This will reduce the inland freight costs and provide huge advantages to reach the restaurant market under the direction of the distributor.

3.4 Tariff and Quota Issues

The tariff is 20% of the value of the product and there is a limit in the “Hilton Quota” of 11,500 tonnes (Ross 2001).  The meat must be A grade and cut into primals.  If it is B grade or further processed (i.e. ground beef) it is exposed to a 37% tariff. The quota is sold monthly where the buyer of the quota provides a security deposit.  The 20% is not collected until it reaches the European border. WestCan assumes all animals will receive A grade.  The Hilton Quota is for high quality beef, veal or bison for human consumption. 

4.
Operations Budget

4.1 Cost of Goods Sold

Table 1.  Depicting the Components that make up Cost of Goods Sold.

Calves Purchased
10,000

Direct Material Purchases - (per Animal)

Purchase Price/calf
839

Feedlot costs
525

Slaughtering
100

Packaging
0

Deboning and Packaging
140

Export Tariff
535

Transportation and Shipping
170

Total Cost per Animal
2,309

Total Direct Material Purchased
23,090,000

4.2 Operating Expenses

Table 2.  Depicting the Expense Incurred on an Annual Basis.
Telephone
9,000

Salaries (SG &A)
459,000

Benefits (SG &A)
44,786

Marketing Expenses
100,000

Admin Expenses
3,500

Warehouse Expense
0

Identification System
50,000

Inspection
134,000

Office
33,000

Start-up Costs
200,000

Interest – LT Debt
425,000

Total Expenses
1,458,286

4.2.1 Calf Price

Calf prices are based on a November 2001 price on 650 lbs. Steers with a $20 per head premium to keep calves hormone-free.  The premium is an incentive for cow calf producers not to use HGPs.  Producers who refrain from using HGPs will otherwise have decreased profits.  The average cost per calf is approximately $839 in the first year. (650lbs X $1.26/lbs + $20)

4.2.2
Feedlot Cost

Feedlot costs are based on a $.875 per pound gain quoted by Western Feedlots Ltd.  This is based on a price of $.70, which is the market for hormone treated animals.  Hormone free animals will cost 25% more to custom feed due to a slower rate of growth.  The cost per animal is $525 in the first year. ($600 X $0.875) 

4.2.3
Slaughtering

Based on a flat rate of $100 per head slaughtered quoted at Bouvry Slaughtering facility.

4.2.4
Deboning and Packaging

This is a flat rate of $140 for de-boning the carcass and packaging primals into the boxes as quoted by Bouvry Meats Ltd.

4.2.5
Export Tariff

This is 20% of total value of the product.  

4.2.6
Transportation and Shipping

Based on all trucking costs mentioned above of $27.03 per animals and shipping the meat to Europe by train and boat of $0.25 a pound for a total of $142.50 ($27.03 + $142.50)  (Jeffery 2001).

4.2.7
Inspection

Inspection costs are based on a cost of $1000 per 1 kg feed sample and a cost of $1000 per urine sample.  These costs are then multiplied by 67 due to the fact that two samples will be taken from each 300 capacity pen.  A CFIA accredited veterinarian will do all inspections and frozen samples will be sent to Saskatoon and Ottawa.

4.2.8
Identification System

This is based on a $5.00 per hormone free ear tag and record system cost for recording tag usage from Ketchums Manufacturing.

4.2.9
Office

This is the cost of leasing an office in the industrial area of the Calgary.  It is a four room office with reception and a boardroom costing $2750 a month to lease ($2750 X 12months = $33,000 per year).

4.2.10
Start up Costs

Start up costs include the cost of buying 3 light duty trucks for the cattle buyers and the cost of buying other equipment such as cell phones, office equipment, etc.

5.
WestCan Marketing

5.1 Canadian Hormone-Free Beef

The definition of WestCan’s hormone free beef is absolutely no HGPs.  There is also no feed antibiotics allowed.  Medication may be administered but the withdrawal time prior to slaughter must be doubled.

5.2
Potential Markets 

5.2.1 European Market 

WestCan’s first choice of market is the European high-end restaurant market. This market will command a high premium. It will require relatively small amounts so WestCan is able to fill the orders on a consistent basis.  At white tablecloth restaurants appearance and palpability are very important, Canadian beef meets these qualifications.  WestCan would sell the product to a distributor that works mostly with restaurants.  The marketing would be primarily relationship marketing, developing strong relationships with the distributors and the restaurants.  This would mean getting feedback about the product and adapting to the consumer.  Education would be another main focus of WestCan’s marketing.  Consumers are unfamiliar with the advantages of Canadian beef since the ban on hormone implanted beef placed in 1989.  Selling to large grocery chains is difficult because they require a large volume at a consistent time.  WestCan would be unable to fill these orders with the current capacity.  This is the option that our financial model and business plan will be based upon.

Another option is selling to specialty meat stores who specialize in high quality meats.  In this circumstance WestCan would differentiate the product as Canadian Beef.  This makes costs increase slightly because of the need to educate on the benefits of Canadian beef.  The company has to educate each individual consumer rather than just a few restaurants.

A third option is selling to an importer or broker.  This would mean the broker would find all the markets and do the marketing for WestCan.  This provides less responsibility for WestCan but also results in less revenue as the broker would give us a lower price than a distributor.  This may be the only feasible option when first starting out.  


5.2.2 Domestic Markets

If WestCan is unable to sell all of its products in Europe there are domestic market opportunities.  There is a market for “Natural Beef” in North America.  Natural beef is beef that has never been exposed to hormone implants or feed antibiotics.  This market is primarily specialty organic food stores and restaurants.  It is uncertain what the demand is for “Natural Beef” in North America.  It is also uncertain the exact definition of what is “Natural Beef” making it a risky market.

The final option for WestCan has is to sell the beef to the conventional Canadian beef market where no premium would be received.  WestCan would most likely sell to a broker, selling on a random basis to get rid of excess supply and other cuts.

5.2.3 Prices and Profit Margin

The government in Europe has price supports, which keeps the beef prices high.  WestCan has discovered that the price for high quality beef in the EU is 25% to 40% higher than in North America (Jeffery, Rhodes 2001).  WestCan has assumed a 30% premium in the European market.  The revenue for primals in Canada is approximately $2038.17 per animal.  This means approximate revenue of $2646.98 per animal.  The calculation is based on a 1250 pound finished animal that has received A grade. 

Table 3.  Calculations Showing Revenue per Separate Beef Cut
 

Revenue from each animal based on 259kg Carcass






Beef Primal
Price per Kg
Price per Kg +30% Premium
Percentage Yield From Carcass
Total
Total with Premium

Short loins
 $       9.95 
 $              12.94 
3.09%
 $             79.73 
 $           103.65 

Seven Bone Rib
 $       9.62 
 $              12.51 
13.06%
 $           325.33 
 $           422.93 

Top Back
 $       5.87 
 $               7.63 
5.38%
 $             81.81 
 $           106.35 

Inside Round
 $       5.19 
 $               6.75 
22.78%
 $           306.22 
 $           398.09 

Sirloin Tip
 $       5.28 
 $               6.86 
4.96%
 $             67.87 
 $             88.23 

Outside Round
 $       5.06 
 $               6.58 
3.25%
 $             42.59 
 $             55.37 

Shoulder
 $       5.06 
 $               6.58 
29.28%
 $           383.67 
 $           498.78 

Butt Tender
 $     18.44 
 $              23.97 
14.85%
 $           709.06 
 $           921.78 

Short Ribs
 $       4.86 
 $               6.32 
3.33%
 $             41.89 
 $             54.46 








Total
259

100%
 $        2,038.18 
 $        2,649.63 

(Reference:  Federated Co-op, 2001)

5.2.4 Promotions

Due to WestCan’s higher beef quality than most European beef on the market it is important that marketing takes place.  WestCan is dealing with a small volume relative to overall European consumption so a relatively low cost approach will be used.  Marketing will be focused on informing consumers about the advantages of Canadian beef and creating a good relationship with distributors and retailers.  Due to the small portion of the market that WestCan has there will be relatively few locations in which to sell. This enables personal promotion to be a useful tool to enhance sales.  Labeling will do most of the educating for the consumer.

Due to the BSE crisis the EU will be subsidizing generic beef promotions to return beef consumption to traditional levels.  This promotional project will cost 27 million euros (ECDGA 2000).

5.2.5 Labeling

EU requires that the label on the beef reveal the production location of the beef. In fact, in some parts of the EU it is required that the customer has the ability to trace back a beef product to its exact origin.  WestCan has this ability to trace a beef product back to the place of origin due to the extensive documentation required.  WestCan has the option of providing the distributor with product label, which reflects its quality and identity or providing the name of the distributor. WestCan’s labeling will differentiate it’s product so consumers know it is Canadian beef.  There is still a chance that consumers will not be receptive to foreign beef.  This is why selling the product to restaurants in desirable because of lower costs for packaging and consumer perception issues are eliminated.

5.2.6 Product Distribution

WestCan will distribute its product with the use of distributors. The physical distance between WestCan and the end consumers result in a barrier that would be difficult to overcome. A distributor would be much more capable of efficiently locating a buyer for the beef. European distributors will have existing connections to the food industry whereas WestCan does not, and it would be costly and time consuming to establish connections.  WestCan’s employees would still be involved in the process of receiving feedback at each stage of distribution and from the retailers and final consumers.

5.2.7 The Competition

The beef industry in the EU is a very competitive industry; no seller of beef products has any market power (Ross 2001). Brazil, Argentina and Uruguay are the largest suppliers of beef to the EU with regards to competing exporting countries.  These are mostly grass finished animals and due to the different marbling coloration do not pose a serious threat.

The United States are not exporting any high quality beef to the EU at present due to the hormone free certification procedures being revamped.  So it is impossible for any American producer to export any high quality meat into Europe (Campbell 2001).

One of WestCan’s main challenges is obtaining information about the EU market. There is a distance and culture barrier that separates WestCan from its customers.  There have been numerous media reports about the health hazards of beef in some European countries. Despite this, the EU provides little incentives for foreign producers. However, the EU has established a “Hilton Quota” which allows for 11,500 tonnes of North American beef, veal and bison to be imported with a 20% tariff. This quota applies only for high quality beef for human consumption.  WestCan will sell its product under this quota. Presently the EU requires 100% hormone free beef and it has been predicted that the EU will continue to put up barriers in order to protect the interests of their domestic producers.

The European domestic producers are the main competitors and hold nearly the entire market share. There is a small opening for foreign competitors due to a minimum trade requirement by the WTO.  The EU must protect their producers because of the ability of countries like Canada, Australia, Brazil, Argentina, and the United States to produce beef much more efficiently. The feed and land costs in Europe make producing beef in Europe quite expensive.

Due to the massive population of the EU, WestCan will never be able to be a large factor in the market. The company will simply take advantage of a small opening that is available. WestCan will take advantage of this small opening by producing a product that is somewhat unique in the fact that Canadian beef has distinct characteristics.  There is virtually no North American export of beef for human consumption to Europe.  Recent data showed that in 1998 only 3,000 tonnes of the 11,500 tonnes Hilton quota has been used with the bulk of these 3,000 tonnes is comprised of bison meat.  This is due to the high number of barriers and regulations. 

5.2.8 The Current Market

Due to the BSE crisis beef prices are lower than normal but the prices have almost recovered in most areas.  Also the Euro is presently weak compared to the Canadian dollar.  On the upside due to the BSE crisis there is expected to be a production shortage in the EU between 2003-2005, this could be an opportunity for WestCan to gain market share.

On the production side calf prices are higher than usual.  This translates into not only higher costs for WestCan but also for higher costs for custom.  With the recent years drought feed costs are higher resulting in higher custom feeding costs.  Due to the excess of slaughtering facilities in Western Canada custom slaughtering costs are relatively competitive.  Although there is only two EU inspected plants Bouvry in Fort MacLeod and Cutting Edge (Alsask) plant in Edmonton.

5.3
Market Situation Analysis

5.3.1
SWOT Analysis

5.3.1.1 Strengths 

The main strength that WestCan has is the low production costs that are associated with prairie agriculture.  Due to the small population, and huge landmass of the prairies, there is a large amount of relatively cheap land and feed with limited environmental concerns.  This means that the price that custom feeders charge is quite low in comparison to most other places in the world.  The shear size of western Canadian feedlots provides them with economies of scale that European countries do not have (Ross 2001).  Due to the large size of feedlots there is an easy capability to expand production.

All of the facilities that WestCan is associated with, and does business with, are internationally renowned and have very high standards in terms of food quality and safety. 

European consumers pay a lot for food enabling WestCan to achieve a high return. Despite the fact that there is a possibility that markets may fail, the business can sell their inventory to other markets and still break even. WestCan can also easily modify production depending on demand with little cost.

WestCan’s personnel consist of highly skilled professionals. These people are extremely capable of making wise decisions in everyday operations, which has a positive impact on the number of costly mistakes that are made.

5.3.1.2 Weaknesses

One of the weaknesses that WestCan has is the distance between the place of production and place of consumption. Not only does this mean that transportation is expensive, but, it also means that the product has to be kept fresh until it arrives in Europe. Due to the international sales involved with this business, there will be two currencies in which the company has to deal with (Euro and Canadian dollar) and currencies can fluctuate resulting in changing profit margins.

Due to the fact that WestCan is a new company and very little Canadian beef has been exported to Europe in the past, it does not have a well-known identity. It will take time for WestCan beef to become renowned and it will be difficult to become well known due to the size of the market. WestCan is an extremely small part of the total EU beef market.

5.3.1.3 Opportunities

The opportunity in this market is that WestCan is able to produce a higher quality product for similar cost of production compared to European producers.  There is a definite market with a demand for higher quality products.  WestCan may also capitalize on the fears consumers have surrounding European beef. Consumers may feel more secure buying a Canadian product that has a reputation of having no health problems.

Since the ban on hormone treated beef into the EU there was a US based company that shipped roughly 6,000 tonnes into the European market under the Hilton quota (Jeffery 2001).  They were caught with hormone treated beef in one of their shipments resulting in their ban.  This also resulted in an abolishment of program in the US that can certify beef hormone free for export to the EU.  So presently no US beef for human consumption is able to get into Europe.

The US beef had the same target markets as WestCan has, the high end restaurant market.  In this market US beef was well known and well liked by the consumers. Canadian beef has all the same qualities of American beef and is better due to Canadian cattle’s barley based diet compared to a corn based diet.  There is an opening for Canadian beef now, before the US finalizes the new hormone free certification program with Europe.

5.3.1.4 Threats

WestCan is threatened by a number of issues. Most are facing the entire beef industry, like loss of market share to other meats like pork and chicken, disease issues and increasing animal rights movements.  There is a current decline in the consumption of red meat in Europe because of these health concerns.  It is a perishable good so it is important that the product is sold rapidly after processing. This means you have to accept the present market price.  Environmental issues may also be a threat. Intensive livestock operations have recently been criticized for polluting ground water and adverse consequences may arise.

There are threats surrounding international trade. There are high tariffs associated with this market.  Trade policy is highly susceptible to change which could result in closing of borders for beef into Europe.

Europe has a wide variety of cultures and languages and if WestCan plans to do business there an adaptation to each culture is required. This will mean that packages and labels will need to be in different languages. Some cultures prefer different meat cuts and have specific food preferences and WestCan will need to adapt. As well, any holidays that take place in Europe will put a halt to Canadian business and visa versa.

6.
Risk Analysis

6.1 Policy Risk

Trade policy is always uncertain.  There is a possibility of a favorable change or a negative change.  There are some changes to Canadian-EU trade presently being discussed.  The EU is discussing a total ban on all red meat imports into Europe because Canadian hog producers feed their animals blood meal.  This would mean zero access into the EU for WestCan’s product.  Also the EU is presently evaluating each country for BSE susceptibility.  It is rumored that Canada could be ruled as BSE susceptible, which would definitely affect beef trade between Canada and the EU.

On the positive side Canada is putting together a lobby to expand the quota and reduce the tariff or at least remove bison from the Hilton Quota leaving more room for beef.  They will present their case in the 2002 fall meetings with the WTO (Raymond 2001).

In the EU price supports keep the beef price artificially high.  As of 2000 the price supports have begun to decease (ECDGA 2000).  By 2002 the price supports will have been reduced to 20% of 1999 levels.  Future changes to this policy could have a major impact on beef imports.  Also according to the WTO, the EU must reduce the amount of subsidized beef exports.  This could mean some of the excess supply could remain within the EU driving down the domestic price.

6.2 Exchange Rate Risk

Presently the Euro is weak relative to the Canadian dollar.  It used to be around $1.50 Canadian but is presently $1.35 Canadian.  This results in a lower premium for WestCan.

6.3 Contract Default Risk

Contract default can be a major difficulty when dealing with other countries.  The laws are different making it difficult to prosecute a breech of contract.

6.4
Other External Risks

Any further disease shock to the beef industry would obviously have a major impact on demand for beef in Europe.  The demand for the previous BSE breakouts has almost totally recovered to the long-term beef consumption trend.

6.5
Marketing Budget

WestCan is allocating $100,000 for our first year for marketing and $50,000 after that.  Most of this money will be traveling costs to buyers and the money it takes to make and retain relationships with distributors, retailer and consumers.  This does not include the salaries of the international marketing head and the foreign marketers.
 

7. Financial Plan

The financial plan for WestCan presents the statement of income and retained earnings, balance sheet, and statement of change in financial position for the projected period of 2002 to 2011.  The financial statements are derived from the supporting schedules and are presented in the notes to the financial statements. The IRR is 13.2% and the net income is $3,104,425 in the first year.  The increase in cash flow after the first year is $1,853,154.

7.1
Critical Variables 

A few variables worth looking at are beef prices, calf price, the exchange rate, feedlot costs, slaughtering costs, interest rate, transportation, tariffs, and number of animals in the system.  The reasons for considering these variables is that they are all subject to variation, if they fluctuate, WestCan must be able to respond quickly.  Thus, in order for WestCan to be able to respond to unforeseen variables fluctuating, it must know how these variables affect it.  Thus breakeven analysis is important. 

7.2
Break-even prices and Sensitivity Tables 

A risk analysis for WestCan provides shareholders with a view of some possible outcomes that may occur due to unforeseen variables in the future.  The economic break-even analysis was calculated by equating net present value to zero and changing the variable being examined. The year examined is the revenue and costs from 2004.  The cost per animal has to decrease to $816 to get a zero NPV compared to the present $839.  Current exchange rate is at Can$1.35/Euro, a minimum exchange rate of Can$1.39/Euro results in a NPV of zero.  A maximum of $489 can be spent on the feedlot costs before the NPV is negative.  If transportation costs or export tariffs decreased from $176 to $119 or from 20% to 9% respectfully WestCan would find itself with a NPV equal to zero.  Tables 4-7 show the effect on the NPV on different revenues and these variables showing how it affects WestCan’s profitability.  

The 2004 breakeven net income must sell each animal at $2502.49.  WestCan must sell 8,957 animals at the regular price before the net income turns negative.

In order to make 2004 cash flows breakeven calf prices cannot go over $1,013, feeding cannot go over $694 per animal, transportation cannot go over $325 per animal and the tariff cannot go over 25%.

Table 4.  Effects of Different Revenue and Calf Prices on NPV

Calf Prices ($)
Total Revenue






0% premium
15% premium
30% premium
40% premium
50% premium

-1,420,460
 $   20,972,135 
 $       24,117,955 
 $ 27,263,775 
 $ 29,360,989 
 $ 31,458,202 

             500.00
 $     4,859,503 
 $        6,369,044 
 $  7,818,074 
 $   8,770,763 
 $   9,723,452 

            550.00 
 $     3,618,469 
 $        5,128,009 
 $  6,579,318 
 $   7,532,007 
 $   8,484,696 

             600.00 
 $     2,377,434 
 $        3,886,975 
 $  5,340,561 
 $   6,293,251 
 $   7,245,940 

           650.00 
 $     1,136,399 
 $        2,645,940 
 $  4,101,805 
 $   5,054,495 
 $   6,007,184 

            700.00 
 $      (104,636)
 $        1,404,905 
 $  2,863,049 
 $   3,815,739 
 $   4,768,428 

            750.00 
 $    (1,356,609)
 $           163,870 
 $  1,624,293 
 $   2,576,983 
 $   3,529,672 

             800.00 
 $    (2,614,195)
 $       (1,077,165)
 $     385,537 
 $   1,338,227 
 $   2,290,916 

             872.90 
 $    (4,442,793)
 $       (2,886,593)
 $ (1,420,569)
 $    (467,880)
 $      484,809 

             850.00 
 $    (3,868,377)
 $       (2,318,200)
 $    (853,219)
 $       99,471 
 $   1,052,160 

            900.00 
 $    (5,122,560)
 $       (3,559,234)
 $ (2,091,975)
 $  (1,139,286)
 $     (186,596)

           950.00 
 $    (6,400,144)
 $       (4,800,269)
 $ (3,330,731)
 $  (2,378,042)
 $  (1,425,353)

Table 5.  Effects of Different Revenue and Export Tariff on NPV

Tariff
Total Revenue






0% premium
15% premium
30% premium
40% premium
50% premium

-1,420,460
 $   20,972,135 
 $       24,117,955 
 $ 27,263,775 
 $ 29,360,989 
 $ 31,458,202 

0%
 $    (1,747,457)
 $          (225,777)
 $  1,203,257 
 $   2,155,947 
 $   3,108,636 

5%
 $    (2,409,599)
 $          (900,058)
 $     547,328 
 $   1,500,017 
 $   2,452,707 

10%
 $    (3,071,741)
 $       (1,562,200)
 $    (108,602)
 $     844,088 
 $   1,796,777 

15%
 $    (3,750,205)
 $       (2,224,342)
 $    (764,531)
 $     188,159 
 $   1,140,848 

20%
 $    (4,442,683)
 $       (2,886,484)
 $ (1,420,460)
 $    (467,771)
 $      484,918 

25%
 $    (5,152,037)
 $       (3,548,626)
 $ (2,076,390)
 $  (1,123,700)
 $     (171,011)

30%
 $    (5,870,894)
 $       (4,248,092)
 $ (2,732,319)
 $  (1,779,629)
 $     (826,940)

35%
 $    (6,605,122)
 $       (4,940,570)
 $ (3,423,225)
 $  (2,470,535)
 $  (1,517,846)

40%
 $    (7,346,917)
 $       (5,668,187)
 $ (4,104,088)
 $  (3,151,398)
 $  (2,198,709)

45%
 $    (8,101,193)
 $       (6,387,044)
 $ (4,808,654)
 $  (3,855,964)
 $  (2,903,275)

Table 6.  Effects of Different Revenue and Feedlot Costs on NPV

Feedlot Costs
Total Revenue






0% premium
15% premium
30% premium
40% premium
50% premium

-1,420,460
 $   20,972,135 
 $       24,117,955 
 $ 27,263,775 
 $ 29,360,989 
 $ 31,458,202 

300
 $     1,656,926 
 $        3,166,466 
 $  4,621,269 
 $   5,573,959 
 $   6,526,648 

350
 $       427,700 
 $        1,937,241 
 $  3,394,323 
 $   4,347,013 
 $   5,299,702 

400
 $      (801,525)
 $           708,016 
 $  2,167,376 
 $   3,120,066 
 $   4,072,755 

450
 $    (2,052,109)
 $          (521,209)
 $     940,430 
 $   1,893,120 
 $   2,845,809 

500
 $    (3,294,482)
 $       (1,750,434)
 $    (286,516)
 $     666,173 
 $   1,618,862 

546
 $    (4,437,465)
 $       (2,881,322)
 $ (1,415,307)
 $    (462,618)
 $      490,072 

550
 $    (4,536,855)
 $       (2,979,660)
 $ (1,513,463)
 $    (560,773)
 $      391,916 

600
 $    (5,792,199)
 $       (4,208,885)
 $ (2,740,409)
 $  (1,787,720)
 $     (835,031)

650
 $    (7,056,390)
 $       (5,438,110)
 $ (3,967,356)
 $  (3,014,666)
 $  (2,061,977)

700
 $    (8,359,360)
 $       (6,684,427)
 $ (5,194,302)
 $  (4,241,613)
 $  (3,288,923)

750
 $    (9,728,660)
 $       (7,943,389)
 $ (6,421,249)
 $  (5,468,559)
 $  (4,515,870)

Table 7.  Effects of Different Revenue and Transportation on NPV

Transportation ($)
Total Revenue






0% premium
15% premium
30% premium
40% premium
50% premium

-1,420,460
 $   20,972,135 
 $       24,117,955 
 $ 27,263,775 
 $ 29,360,989 
 $ 31,458,202 

               100.00 
 $    (2,544,858)
 $       (1,008,744)
 $     453,799 
 $   1,406,488 
 $   2,359,178 

               150.00 
 $    (3,787,231)
 $       (2,237,969)
 $    (773,148)
 $     179,542 
 $   1,132,231 

            176.38 
 $    (4,442,707)
 $       (2,886,509)
 $ (1,420,485)
 $    (467,795)
 $      484,894 

             200.00 
 $    (5,029,604)
 $       (3,467,195)
 $ (2,000,094)
 $  (1,047,404)
 $      (94,715)

              250.00 
 $    (6,293,892)
 $       (4,696,420)
 $ (3,227,041)
 $  (2,274,351)
 $  (1,321,662)

              300.00 
 $    (7,571,751)
 $       (5,925,645)
 $ (4,453,987)
 $  (3,501,297)
 $  (2,548,608)

                    350.00 
 $    (8,885,825)
 $       (7,177,177)
 $ (5,680,933)
 $  (4,728,244)
 $  (3,775,555)

                  400.00 
 $  (10,387,977)
 $       (8,462,246)
 $ (6,907,880)
 $  (5,955,190)
 $  (5,002,501)

             450.00 
 $  (12,062,674)
 $      (10,016,422)
 $ (8,328,476)
 $  (7,375,786)
 $  (6,423,097)

                 500.00 
 $  (13,737,371)
 $      (11,691,119)
 $ (9,985,703)
 $  (9,033,013)
 $  (8,080,324)

                   550.00 
 $  (15,412,068)
 $      (13,365,816)
 $(11,642,930)
 $(10,690,240)
 $  (9,737,551)

Table 8.  Various Breakeven Analysis for Economic and Cash Breakeven


Actual Numbers 2004
Economic Breakeven
Cash Breakeven in 2004

Tariff Rate
20%
9%
25%

Feedlot Costs
546
 $                    489.00 
 $                        684.00 

Calf Prices
872.90
 $                    816.00 
 $                     1,013.00 

Exchange Rate
1.35
 $                        1.39 
   $                            1.21

Transportation
176.38
 $                    119.00 
 $                        325.00 

7.3
Contingency Plan

WestCan is a very risky business plan.  However, the contingency plan decreases the downside risk.  WestCan has the ability to sell into the domestic and American markets.  With this there would be no export tariff, our cost of transportation would decrease, and the risk of exchange rates would be diminished.  Some marketers in Europe might have to be laid off decreasing salaries paid out thus decreasing our marketing costs and costs associated with contacting Europe.  The identification and inspection costs would decrease due to the lack of Canadian and American regulation on documentation.  WestCan’s meat inventory would also decrease due to the beef not being shipped around the world; however, the sales price would not reach the heights as it would in Europe. 
8. Conclusion

With the current strategy of exporting hormone free beef to the EU, it is not feasible to attempt this according to all the economic conditions addressed.  Also to add to the fact the EU is a very difficult market to penetrate. There is a definite demand for high quality beef but there is little knowledge that Canada can fill this demand.  

If a mistake is made it can put a halt to the entire operation.  Setting up relationships with distributors is challenging.  A lot of external policies come into effect when dealing with the EU that are beyond a corporations control.  For example trade policies, exchange rates and contract defaults as well as the risks conventional cattle producers face.  In the past several companies have attempted to export hormone free beef to the EU and have had limited success resulting in withdrawal from the program.  One American company has made a success out of this venture but a simply mistake resulted in abolishment from the program (Jeffery 2001).  This is due to barriers that the EU will put up to protect European producers.  Presently the US market for natural beef may be higher but the future of hormone-free beef consumption in North America is very uncertain.   WestCan feels that there is more long-term potential in the European market even though the present environment is not optimal (disease and exchange issues).

Any individuals interested in starting a business plan similar to this one should be aware of a few recommendations.  

· Develop a reliable relationship with a European distributor before beginning any operations. 

· Make sure that the cow/calf producers, feedlot and slaughtering facilities are reliable and willing to comply with all the regulations that are required in order to export this beef to the EU

· An expansion of the beef products, such as Organic Beef, to fill more markets can be a viable option when exporting to the EU.  This will command an even higher premium.

· Use experienced employees familiar with trade, food production and the EU market and work closely with governments on both sides to ensure that no mistakes are made on the protocol.  
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